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There are no cities of any importance and few rural communities in the 
United States where the Woolworth five-and-ten-cent store, with its familiar red 
front, may not be found occupying a prominent position in the heart of the local 
shopping district. 

Probably cne of the most typical of modern American business institutions, 
the Woolworth business dates back to 1879, when F. V/. Woolworth opened his first 
store in Lancaster, Pa., and the present company, formed in December, 1911, today 
represents one of the most efficiently administered enterprises in the world. 

The name Woolworth is, in fact, synonymous with the chain store idea. 


Woolworth's eminent position in the field of retail merchandising has been 
the cumulative result of excellent management and turnover each year of a huge 
volume of goods. Moreover the program of expansion which has consistently at¬ 
tended the progress of the company during the past few years, has placed the Cor¬ 
poration in so commanding a position it appears likely that its dominance of the 
five-and-ten field will never be seriously challenged. Not only is it well 
entrenched on this side of the Atlantic, having approximately 1881 stores strate¬ 
gically located in the United Statos, Canada and Cuba, but it is also well situ¬ 
ated to carry on a rapidly-growing and highly-profitable European business, due to 
its more than 400 3 tores in Great Britain and approximately 60 stores in Germany. 

Woolworth's capitalization consists of 9,750,000 shares of $10-par common 
stock, which, with tho exception of $3,437,500 mortgage cn real-estate purchases, 
represents the sole outstanding capital issuo. This capital structure, by com¬ 
parison with those of comparable corporations from the standpoint of scope and 
volume of business, represents the essence of simplicity. No bonds have ever 
been issued, and tho last of the original 7 % preferred stock was redeemed in 1923. 
The company is likewise free of bank loans or other short-term liabilities. The 
present number of capital shares resulted from a 2i-for-one stock split in 1929, 
prior to which, capital readjustments included payment of a 50# stock dividend in 
1927, a four-for-one split in 1924, and a 30# stock dividend declared in 1920. 

All preferred stock, originally outstanding in the amount of $15,000,000, was re¬ 
tired entirely from accumulated surplus earnings, and no additional common shares 
have ever been sold for value, expansion or other corporate purposes. 


In keeping with the conservative policy characteristic of its operations, 
Woolworth has always maintained itself in a strong current financial position. 

At the close of 1930 total current assets of $55,672,794 were $51,828,919 in ex¬ 
cess of outstanding current liabilities of $3,843,875, thereby making for a work¬ 
ing-capital ratio of 14.5 to 1, and raising net working-capital funds to the larg¬ 
est figure in the company's history. During the past year cash was increased to 
$17,254,702, from the 1929 year-end total of $6,455,240, and inventories were cut 
to $32,478,049, from $38,854,378, a notable achievement considering the conditions 
under which it was accomplished. 
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Fixed assets on December 31, 1930 were comprised of real estate and build¬ 
ings (valued at cost less depreciation) totaling $18, 094,782, buildings owned o _ 
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however, exceeded 1928 by $2,000,000. For the first eight months of 1931, Wool- 
worth's gross volume of business reached $173,065,794, which was but .6 of 1$ under 
the corresponding 1930 showing and 5.4$ less than the record returns of 1929. 

Manifestly, the proper method of measuring the degree of success a chain 
store organization has with its expansion policy, is not by the increase in aggre¬ 
gate annual sales and profits, because, theoretically, any chain store organiza¬ 
tion that is able to open more stores should sell more goods and make more prof¬ 
its. In this connection it is of interest to note that Woolworth's annual sales 
per store in 1921 were around $130,000$ last year the company's annual per store 
sales were in excess of $150,000. The annual profits per store at the start of 
the present decade were in excess of $12,000$ last year $18,466 was earned by 
each store on the average. The margin of profit per dollar of sales in 1921 was 
around 9$$ the average profit last year was in excess of 12$. It is apparent, 
therefore, that, not only has the company shown a decided improvement in all 
three phases of its business, but it has also been able to increase its inventory 
turnover moderately, despite the fact that its scops of business and aggregate 
inventories have increased considerably. 

The largest of Woolworth's sources of other income is its investment in 
foreign subsidiaries located in Great Britain and Germany. (Results from Cana¬ 
dian and Cuban units are included under domestic business.) At the close of 1930 
the British subsidiary was operating 428 stores, while the units of the German 
concern numbered 60. The business in Great Britain was started in 1909 with but 

few retail outlets. Approximately 45 additional stores are contemplated in 1931, 

which would bring the total to 473. Development of Woolworth's activities in 
Great Britain has been so successful that in June this year a recapitalization of 
the company's holdings of F. W. Woolworth, Ltd., was effected. With the appear¬ 
ance of the 1931 balance sheet early next year important changes will be notice¬ 
able in security holdings and total surplus as a result of the recapitalization. 

At the end of 1930, the book value of Woolworth's British company was put 
at approximately $29,530,000. In June 1931 it was felt that the parent company 
would be justified in withdrawing to itself a special distribution from the 
accumulated assets of this subsidiary. Accordingly a recapitalization plan was 
effected whereby 5,000,000 6$ preferred shares of one Pound par and 15,000,000 
common shares were issued in exchange for the former capital set-up. The effect 
of this recapitalization wa3 the substitution in the balance sheet of the parent 
company of $107,500,000 for the amount of $29,500,000 now given as the value of 
its holdings in the British affiliate. This would increase the parent company's 
surplus to over $150,000,000 and represents a hidden equity of between $7.50 and 
$10 a share on Woolworth stock. 

The surplus account is equivalent to about 154$ of the $97,500,000 book 
value of outstanding Woolworth common stock. This is substantially larger than 
the percentage of surplus to stock value of 73$ in 1927 when a 50$ stock distribu¬ 
tion was authorized. Should directors again see fit to restore a more equitable 
relationship between surplus and common-stock-liability accounts, there exists an 
excellent basis upon which another sizeable stock dividend might be declared. 

Holders of Woolworth common stock who have retained their interests over an 
extended period have reaped handsome rewards. In reoent years the stock has be¬ 
come seasoned into an investment issue, offering at its current price a yield of 
approximately 3 3/4 per cent. At prevailing quotations Woolworth common is sell¬ 
ing for about 18 times 1930 per share profits, which ratio is less than the mean 
average since 1925. 

In view of the foregoing, and according to our analysis of the technical 
market position of the stock, we consider the purchase of Woolworth to be well 
warranted at currently attractive low levels. The stock is thoroughly deflated 
marketwise and is actually selling much below its real value in consideration of 
the sound financial position of the company, attractive rate of income return and 
the company's brilliant prospects for continued growth and expansion along profit¬ 
able lines. Moreover, there is, too, the excellent possibility thao in >he not 
far distant future Woolworth stockholders will be further benefited by increased 
dividends or a stock dividend distribution of sizeable proportions. 



